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ABSTRACT 

This booklet attempts to provide the layman with 
information on the need to equalize educational opportunities and 
taxpayer burdens in a high quality State system of public schools for 
Texas. The publication attempts to stimulate discussion and provide a 
foundation,, in the briefest form, for the consideration of Texas 
school finance issues. Essentially, the booklet is a review of the 
Rodriguez vs San Antonio Independent School District court case, 
which hit on the constitutionality of the Texas school finance 
system; the Minimum Foundation Program (MFP) established in Texas in 
1949 to guarantee a minimum level of support for the operation of 
local public schools; previous Texas school finance study 
recommendations; and the National Educational Finance Project* Two 
appendixes consider Texas school finance studies in progress and 
school finance policy questions. (Author/DN) 
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FOREWORD 



The following pages reflect an attempt on the part of the Texas 
Association of School Boards to provide the layman with the in- 
formation necessary to begin thoughtful consideration of the Texas 
need to equalize educational opportunities and taxpayer burdens 
in a high quality state system of public schools. The objectives in 
the development of this publication were two-fold: (1) to stimulate 
discussion and (2) to provide a foundation, in the briefest possible 
form, for the consideration of Texas school finance issues. 

As school finance studies progress, the Association will augment 
this handbook with reports in the Texas School Board Journal and 
Newsletter. In addition, TASf3 committees and staff members will 
develop special reports on school finance and will provide policy 
input by the school boards of Texas. 

In my opinion, Dr. Richard L. Hooker, associate director of TASB, 
has done a creditable job of accomplishing the objectives set forth 
for this publication. When he came to TASB in 1968, Bascom 
Hayes of The University of Texas at Austin and Kenneth Wclsch of 
Columbia-Brazoria ISD had trained him well in the area of school 
finance; and since his arrival here, he has built upon that founda- 
tion by studying and reporting upon the Governor's Committee 
proposals of the Sixty-first Legislature and the Committee of Eight- 
een efforts prior to and during ihe Sixty-second Legislature. His 
counsel on school finance is sought by legislators, candidates for 
state office, and tax policy leaders in business as well as school 
board members and school administrators. 

Finding equitable solutions to the provision of quality public 
education will require the best collective efforts of school board 
members, legislators, professional educators, and interested lay- 
men. It is hoped that this publication will provide laymen with a 
point of departure for considering the issues in Texas school 
finance. 

Cecil E. Rusk 
f:\ocutivc Director 



ii 



TABLE OF CONTENTS 



Review of Rodriguez v. San Antonio ISP I 

Overview 01 the Texas Foundation School Program VI 

Review of Prior Texas School Finance Studies . .2.5 

Review of the National Educational Finance Project y.\ 

APPENDICES 

Appendix A 4.1 

Texas School Finance Studies in Progress 

Appendix B 

Policy Questions for Discussion 



ERJ.C 



iii 



□ 



Review of Rodriguez 

r 

V. 

San Antonio ISD 



Review of Preceding Litigation 

The draft of Ihe December 23 ruling by the three-judge federal 
panel was not drawn in a vacuum. Several prior decisions influ- 
enced Judges Goldberg, Spears, and Roberts as they considered 
the facts and pleadings. It should also be noted that the success of 
the plaintiffs can largely be attributed to the design of legal argu- 
ments developed by Coons, Clune, Sugarman, and others and 
set forth in "Educational Opportunity: A Workable Constitutional 
Test for State Finance Structures" (1969) 57 California Law Review. 

The above named legal scholars and others observed that within 
most of the states wide disparities exist in the quality of educa- 
tional opportunity afforded the public school student from one 
community to the next. They reasoned that since public educa- 
tion is a state function each student should have an equal oppor- 
tunity to receive a similar quality education regardless of the 
location of his domicile. In investigating the problem, researchers 
found that nearly all states rely heavily on a local ad valorem tax 
to support the schools. A strong correlation was also found be- 
tween the ad valorem tax wealth of school districts and per pupil 
expenditures — the larger the ad valorem tax base per pupil, the 
larger the per pupil expenditure and conversely the lower the ad <■ 
valorem tax base per pupil, the lower the per pupil expenditure. A 
state system of school finance which was so constructed was 
thought to be in violation of the Fourteenth Amendment to the 
Constitution. 

Initial efforts to overturn such state systems of school finance 
were unsuccessful. Mclnnis v. Shapiro, an Illinois case, and Bur- 
russ v. Wilkerson, a Virginia case, were both decided for the de- 
fendants and with the same basic reasoning on the part of the re- 
spective courts. Each suit challenged its state financing system and 
asked that "pupils' educational needs" be the basis for educational 
expenditures. The courts concluded that such a basis for expendi- 
tures provided no manageable standard and therefore rendered 
the controversy nonjusticiable: ". . . the courts have neither the 
knowledge nor the means, nor the power to tailor the public 
monies to fit the varying needs of these students." The U. S. Su- 
preme Court's jurisdiction in Mclnnis was not discretionary be- 
cause of its source, a three-judge federal court; however, the Su- 
preme Court affirmed the lower court decision with no cases cited 
and no oral arguments. 



Serrano v. Priest 

The California Supreme Court decision in Serrano \. Priest was 
the beginning of a slightly different approach to the preparation 
of pleadings and- a different type of decision resulted. An exhaus- 
tive collection of facts and the elimination of a pleading for the 
distribution of funds on a basis of "pupils' educational needs" 
resulted in a judgment in favor of the plaintiffs. 

The plaintiffs, a group of students and taxpayers, alleged that 
1) the California school finance program relies heavily on local 
property taxes resulting in substantial disparities in the quality of 
educational opportunities among the school districts and - 
2.) the finance scheme requires the taxpayers of some school 
districts to pay a higher tax rate to obtain the same or lesser qual- 
ity education for the students of their districts. 

The allegations were dismissed by a lower court on the basis of 
the defendants' demurrers, an admission that all material facts are 
properly pleaded but an assertion that claims are not a sufficient 
cause of action because of unfounded contentions, deductions, etc. 
On appeal, however, the California Supreme Court devoted sixty- 
three'pages to informing the lower court that it was in error and 
in conclusion returned the case to the lower court. 

In reviewing the facts the court found that the California system 
of school finance relied heavily on the local properly tax. The 
property tax base ranged from a low of $10.3 per unit of average 
daily attendance to a high of $952,156. In spite of a relatively high 
guaranteed state foundation program of $355 per elementary pupil 
and $488 per secondary pupil, the per pupil expenditure range in 
Los Angeles County was from $577,49 to $1,231.72; and the district 
that was spending less than half as much had its citizens making by 
far the greatest tax effort. The court concluded from these facts 
that state grants were inadequate to offset inequalities "inherent in 
a financing system based on widely varying local tax bases'' — an 
expend more effort, spend considerably less dollars system for the 
poorer school districts. 

It is outside the scope of this handbook to delve in depth regard- 
ing legal abstractions; however, the reader's attention should be 
focused momentarily on what will probably be the primary con- 
sideration of the Supreme Court when Rodriguez is heard. Con- 
sideration of these cases has hinged upon the courts' acceptance 
of public education as a "fundamental interest," The California 



Supreme Court devoted a >| onsiderable portion of its decision to 
the development of a foundation for designating public education 
a "lundameUal interest." Ihe purpose* heroines clear in the light 
of the U. S. Supreme Court decisions which have established two 
distinctly different postures in dealing with issues pertaining to the 
equal protection clause 1 : one for "fundamental interests" and "sus- 
pect classifications" and one for others. For general consideration 
the High Court lias presumed the constitutionality of a state 1 statute 
and has required only thai the statute have a rational relationship 
to a legitimate >tate purpose; but where "suspect classifications" 
and "fundamental interests" are concerned, states have-hurl to es- 
tablish a "compelling" state interest; one almost absolutely neces- 
sary to further a legitimate state purpose. 

Another key consideration of the U. S. Supreme Court will be 
whether or not spending for public education as a function of the 
proportions of the local ad valorem tax base renders a state school 
finance system to be utilizing a "suspect classification," wealth. The 
California Supreme Court reviewed the U. S, Supreme Court's fre- 
quent investigation of wealth as a "suspect basis for discrimination 
under the law." Among the citations where Harper v. Virginia 
Board of Elections: "Lines drawn on the basis of wealth or proper- 
ty, like those of race are traditionally disfavored." 

The plaintiffs in Seranno v. Priest sought to prove that the Cali- 
fornia system discriminates on the basis of wealth and the assertion 
was found to he "irrefutable" by the court. "The foundation pro- 
gram partially alleviates the great disparities in local sources of 
revenue, but the system as a whole generates school revenue in 
proportion to the wealth of the individual district," the decision 
stated. This contention, however, has not yet been reviewed and 
approved by the U. S. Supreme Court; and upon this issue and that 
of education as a "fundamental interest" will hang the fate of the 
Rodriguez ruling and other similar decisions. 

It is interesting to note that the California Supreme Court specif- 
ically stated that 

• uniform educational expenditures are not required 

• no -specific finance system is being dictated 

• whom to hire and the many other matters requiring 
decentralization of decision making can be left in the 
hands of local school boards. 



The spirit of the decision can best be understood by thoughtful 
consideration of the following quotation: 

To allot more educational dollars to children of one dis- 
trict than to those of another merely because of the fortui- 
tous presence of such property is to make the quality of 
a child's education dependent upon the location of pri- 
vate commercial and industrial establishments. Surely, 
this is to rely on the most irrelevant of factors as the basis 
for educational financing. 

Background of the Suit 

In its origination Rodriguez v. San Antonio ISD was not a brother 
to the offspring of the concerted effort to overturn existing state 
school finance statutes. In its early form in the summer of 
the plea centered around the consolidation of school districts in 
Bexar County, al least for school finance purposes; the hoped-for 
outcome was equalization of tax effort and educational opportuni- 
ty within the county. San Antonio ISD and the wealthier school 
districts of this county were party defendants. 

The court postponed final judgment in the case to give the Sixty- 
second Legislature an opportunity to enact legislation that would 
alter the state system of school finance in a manner which would 
resolve the issues in the case. 

As .the Sixty-second Legislature came and went with no changes 
being made in the state school finance system, the plaintiffs began 
to press for a decision from the court. As a result, the pleadings 
rn the Rodriguez case were amended to conform to the strategies 
developed by Sugarman, et al. 

San Antonio ISD and the other school districts of Bexar County 
were dropped as party defendants and the consolidation of Bexar 
County issue was not even mentioned in final oral arguments 
before the court. 

Legal counsel who had assisted in the development of the 
Serrano case in California was brought into the case by the plain- 
tiffs in order that everything possible might be done to achieve a 
decision similar to that which was rendered in California. The suit 
became an all-out attempt to have the Texas school finance system 
declared unconstitutional and an injunction invoked against the 
state — a circumstance dictating the assembly of a three-judge tri- 
bunal whose decisions would be directly appealable to the Su- 
preme Court. 
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Overview of the Texas Decision 

Judges Goldberg, Spears, and Roberts, a three-judge panel of 
the United States District Court, Western District of Texas, San An- 
tonio Division, ordered that 

• the defendants [the Commissioner and State Board of Edu- 
cation] be restrained and enjoined from giving any force to 
the Operation of Article 7, §3, of the Texas Constitution, and 
the sections of the Texas Education Code relating to the fi- 
nancing of education insofar as they discriminate on the basis 
of wealth 

• the defendants restructure the public school financing sys- 
tem in a manner that does not violate the equal protection 
provisions of the U. S. and "Texas Constitutions. 

Within the decision, the judges stayed the order for a period of 
two years to give the defendants and the legislature an opportunity 
to develop, enact, and begin the implementation of a finance 
system acceptable to the court. The court, however, retained juris- 
diction of the case and declared its intent to "take such further 
steps as may be necessary to implement both the purpose and the 
spirit of this order" if the legislature and the defendants fail to act 
within the guidelines and time frame established by the court. 

The facts presented to the court led the judges to conclude that 
the State had failed to establish even a reasonable or rational rela- 
tionship between a legitimate state purpose and the present Texas 
system of public school finance. In a survey of 110 sample schools 
presented to the court, the ten wealthiest districts had more than 
$100,000 of taxable property per pupil while the four poorest dis- 
tricts had less than $10,000 per pupil. The wealthiest enjoyed a 
relatively low effective tax rate of 21 c per $100 of true market value 
while the poorest districts' taxpayers had a burden of 70c per $100, 

In Bexar County alone, the market value of property per student 
ranged from a low of $5,429 in Edgevvood to a high of $45,095 in 
Alamo Heights; and taxes as a percentage of property value were 
the lowest in Alamo Heights and the highest in Edgewood. The 
greater effort of Edgewood's taxpayers, however, produced only 
$21 per pupil while the lower tax effort of the Alamo Heights tax- 
payer yielded $307 per pupil; and the 1967-68 total state-local 
combined result was $231 per pupil in the poor district and $543 



in the wealthy district, the Alamo Heights taxpayer getting almost 
twice as much to spend per pupil while expending substantially less 
effort. 

In reviewing the state system which effected the previously cited 
result, the court found the root of the problem to be two-fold. It 
seems to have been assumed by the designers of the present sys- 
tem that the ad valorem tax bases of the school districts would be 
sufficiently balanced so as to afford similar quality educational 
opportunities in each of the many districts and that the distribution 
of state funds under the Foundation School Program would balance 
differences in property wealth. The court concluded that both as- 
sumptions were erroneous: "Any mild equalizing efforts that state 
aid may have do not benefit the poorest districts." 

Such conclusions led the court to rule that the present finance 
system "draws distinctions between groups of citizens depending 
upon the wealth of the district," thereby bringing into play wealth 
as a "suspect classification/' Another important legal factor dis- 
cussed in relation to the Serrano v. Priest decision, education as a 
"fundamental interest," was coupled with a "suspect classification" 
or discrimination to establish an even greater demand upon the 
state to prove that the present Texas school finance system is neces- 
sary to a "compelling" state interest: "Because of the grave signifi- 
cance of education both to the individual and to our society, the 
defendants must demonstrate a compelling state interest that is 
promoted by the current . . . financing scheme." The defense failed 
to convince the court that there was "even a reasonable basis for 
these (wealth] classifications." 

In the wake of the decision, poor information about the decision 
was rampant. Many newspapers reported that the ad valorem tax 
had been ruled unconstitutional; even a news commentator on 
nationwide TV made such*a statement. The December 23 decision 
states that by their "operation" present Texas ad valorem tax 
statutes as they apply to financing the public schools are unconsti- 
tutional. In its Clarification of Original Opinion, issued on January 
26, 1972, the court further makes its intent even more explicit. In 
addition to the explanation of the word "operation," the court also 
provides interpreters with a clear indication of its intent by charg- 
ing the defendants "to reallocate the funds available for financial 
support of the school system, including, without limitation, funds 
derived from taxation of real property by school districts." Why 



would the court have specifically referred to ad valorem taxes in 
this manner if it had ruled the tax per se unconstitutional? 

Another bit of misinformation which flowed across Texas and the 
nation was that the ruling required an equal expenditure per child 
in every district of the Mate. Both the California Supreme Court and 
the federal court in Texas specifically addressed themselves to the 
issue and declared this not to be the intent of the respective courts. 
In Rodriguez the court cites that the "plaintiffs have not advocated 
that educational expenditures be equal for each child." 

To clarify matters pertaining to the ability of school districts to 
Sf:ll school bonds and the status of opportunities to appeal the rul- 
ing, the court issued its three-page Clarification of Original Opin- 
ion. The Attorney General was assured that the decision could be 
immediately appealed to the Supreme Court. Also, everyone con- 
cerned about school bond problems was reassured: 

This order shall in no way affect the validity, incon- 
testibility, obligation to pay, source of payment or en- 
forceability of any presently outstanding bond, note or 
other security issued, or contractual obligation incurred 
by a school district in Texas for public school purposes 
nor the validity or enforceability of any tax or other 
source of payment of any such bond, note, security or 
obligation; nor shall this judgment in any way affect the 
validity, incontestibility, obligation of payment, source or 
payment or enforceability of any bond, ndte or other 
security to be issued and delivered, or contractual obliga- 
tion incurred by Texas school districts, for authorized pur- 
poses, during the period of two years from December 23, 
1971, nor shall the validity or enforceability of any tax or 
other source of payment for any such bond, note or other 
security issued and delivered, or any contractual obliga- 
tion incurred during such two year period be affected 
hereby; it being the intention of this Court that this judg- 
ment should be construed in such a way as to permit an 
orderly transition during said two year period from an 
unconstitutional to a constitutional system of school 
financing. 

In other words, except for planning a new system and appealing 
the decision, it is the intent of the court that Texas shall have school 
as usual for the two-year period of the stay. 

Moving from consideration of what the court did not do to what 
it ordered, the reader should devote thoughtful attention to the 
spirit of the order. It was ordered that the Commissioner and State 
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Board of Education develop and implement a school u nance struc- 
ture which does not make the quality of educational opportunity 
afforded a public school student "a function of wealth other than 
the wealth of the state as a whole, as required by the Equal Protec- 
tion Clause of the Fourteenth Amendment of the United States 
Constitution." 

The court referred to this concept as the principle of "fiscal 
neutrality" in its decision. The state may utilize any school finance 
plan which is consistent with this principle. The ruling is very clear: 
the court will not accept a plan where the ad valorem tax wealth of 
a school district, or any other taxing jurisdiction within the state, 
determines the quality of educational opportunity afforded its 
students. If the Supreme Court upholds the decision, this one court 
test must be met. The minimum aim of the court is to equalize the 
opportunity for expenditures, not expenditures per se — in essence, 
the reasonable equalization of resources per child. 
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The Texas Legislature in 1949 enacted a program to guarantee a 
minimum level of support for the operation of local public schools. 
The designers built into the program support components for pro- 
fessional salaries, maintenance and operation funds, and transpor- 
tation allotments. The state agreed to share the cost of this program 
with all local school districts in the state collectively on an 80-20 
basis; this does not mean that each local school district pays only 
20 per cent of the cost of its local program nor does it indicate that 
all districts share the cost of the Foundation School Program with 
the state on an 80-20 basis. By the use of the Economic Index, the 
conceptua'.izers of the program sought to divide the 20 per cent 
collective share of the costs among the districts on the basis of each 
district's ability to support public education. 

The Foundation School Program is popularly known as the 
"Minimum Foundation Program (MFP) since it is far from an ade- 
quate total support system even though over the years the legisla- 
ture, especially the Sixty-first, has expanded the provisions of the 
program. For example, the MFP does not include any support for 
facilities, a $168 million item in 1970-71. Local districts have also 
needed to supplement the MFP by employing many additional 
teachers, secretaries, and central office staff members; by provid- 
ing additional operating funds; and by meeting expanding trans- 
portation requirements. As a result, local districts have found it 
necessary almost to match state support: 

Revenue for Public Schools* 

(estimated) 





1970-71 




1971-72 




1972-73 




Dollars 


Percent 


Dollars 


Percent 


Dollars Percent 


Federal 


238,087,000 


11.3 


261,336,000 


11.2 


269,662,000 10.7 


State 


1,009,450,000 


47.8 


1,103,731,000 


47.3 


1,170,863,000 46.3 


County 


2,587,000 


.i 


2,610,000 


.1 


2,700,000 .1 


Local 


861,288,000 


40.9 


965,548,000 


41.4 


1,083,184,000 42.9 


TOTAL 


2,111,412,00 


TooT 


2,333,225,000 


¥o~ 


2,526,409,000 100. 


• All 


tentative financial 


estimates 


and costs contained 


in this handbook are 



courtesy of the Texas Education Agency. Sec "Estimates and Project ions for 
Texas Public Schools," an April, 1972, publication of the Agency. 

Of the $861,288,000 raised, by local districts in 1970-71, only 
$190,110,370 was devoted to meeting the Local Fund Assignment 
of the MFP. The 80-20 ratio of the MFP, however, has been dis- 
seminated so thoroughly that many citizens and legislators believe 
the 80-20 ratio to be the ratio of sharing between local districts 
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and the stale for total spending on elementary and secondary 
education. 



Computing the Cost of the MFP 



Of the three basic components of the MFP salaries for personnel 
constitute the greatest cost. By statutory formula the local district 
qualifies for a certain number of personnel. The average daily at- 
tendance (ADA) of students is the basis for determination, e.g., a 
district of 2578.44 ADA qualified for 127.50 units of personnel, 107 
classroom teachers units, 5 aides, 5 special service units, 4,5 voca- 
tional education units, 3 special education units, 2 supervisor or 
counselor units, 3 principals, 3 part-time principals, and 1 super- 
intendent (districts with 488 or more ADA qualify for one class- 
room teacher unit per each 25 ADA). The school district designates 
personnel to occupy the units that it qualifies for and chooses to 
use. On the basis of statutory state minimum salary schedule based 
on years of experience and degrees held, the Texas Education 
Agency (TEA) computes the MFP salary costs in the district. 

Maintenance and operation costs are then computed on the 
basis of teacher units, S660 per teacher unit plus $400 per voca- 
tional teacher. 

The third major MFP cost category is transportation. MFP trans- 
portation cost is determined by many variables: eligible pupils 
transported, length of routes, number of routes, the size of buses, 
and even road conditions. 

The three preceding major items in MFP costs plus other much 
less significant items are totaled fo'' all the school districts of the 
state to determine the tota! cost for u given school year. The follow- 
ing costs are for the 1970-71 school year: 



Salaries for Foundation Program Personnel Including Teacher Aides $ 955,684,603 



FOUNDATION PROGRAM COSTS 
1970-71 
(estimated) 



Regular 



Maintenance and Operation 

Transportation 

Agency Administration 

Other Special Education Programs 



75,266,557 
24,039,931 
2,004,702 
7,028,189 



Subtotal 



1,064,023,982 
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Special 

Preschoo; Age Non-English Speaking 275.000 

Preschool Age Deaf ' 250.763 

County-Wide Day Schools for the Deaf 2,008.791 

Incentive Aid 1,898.493 

Educational Television 592,602 

Regional Media Centers ; 1,996.568 

Transportation of Exceptional Children . . 1 ,950,980 

Computer Services 2,272,203 

Sick Leave 3,205.000 

Student Teaching . .' 2,513,250 

Vocational Contract Service 127.380 

GRAND TOTAL .. $1,081,115,012 



The Local Fund Assignment 

Twenty per cent of the TEA March estimates of the total cost of 
regular MFP items plus any credits granted on school district Local 
Fund Assignments constitute the State Local Fund Assignment for 
the next school year. 

To divide the State Local Fund Assignment into 254 County Local 
Fund Assignments, the TEA uses the following formula which is 
established bv law: 



ECONOMIC INDEX 
FOR 

COUNTY LOCAL FUND ASSIGNMENT 

factors weights 
ASSESSED VALUATION OF THE COUNTY, Weighted by Twenty . .(20) 

SCHOLASTIC POPULATION OF THE COUNTY, Weighted by Eight . (8) 
INCOME FOR THE COUNTY AS MEASURED BY: 

— value added by manufacture 

— value of minerals produced 

— value of agricultural products 

— payrolls for retail establishments 

— payrolls for wholesale establishments 

— payrolls for service establishments 

WEIGHTED COLLECTIVELY BY SEVENTY-TWO- (72) 

TOTAL WEIGHTED COMPOSITE 
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COMPUTATION OF ECONOMIC INDEX 
(in thousands) 

EXAMPLE: . 
HARRIS COUNTY 
1971-1972 

ASSESSED VALUATION 

Actual 2,699,704 

Weighted by 20 53.994.080 

SCHOLASTICS 

Actual 399 

Weighted by 8 3.192 

INCOME TOTAL 

Manufacturing 2,425.473 

Minerals 133,932 

Agricultural 27,089 

Payrolls .... 2.484,532 

Actual .. 5,071,026 

Weighted by 72 365,113,872' 

Weighted Composite for County . . i 419,111.144 

BASIS FOR COMPUTATION 
WT COMPOSITE FOR COUNTY ' 419,111,144 Economic Index 



ERLC 



STATE TOTAL OF WT COMPOSITE 2^397,554,968 "= 17.481% 

The county weighted value is divided by the total of all county 
weighted values to compute each county's Economic Index. The 
county index is a percentage which is then multiplied by the State 
Local Fund Assignment to determine the County Local Fund As- 
signment. 

The County Local Fund Assignment is then divided among the 
school districts of the county. Each district is assigned a portion in 
proportion to the percentage of the county's assessed value which 
is contained within the boundaries of the district as the following 
example indicates: 
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DIVISION OF COUNTY LOCAL FUND ASSIGNMENT 
AMONG SCHOOL DISTRICTS 



EXAMPLE: 



BRAZORIA COUNTY (1971-72) 
County Economic Index 

County Valuation 

County Local Fund Assignment 



County Valuation 
Within Each District 

ALVIN $ 55,590,040 

ANGLETON 42.940,320 

DANBURY 2,800,190 

BRAZOSPORT 168,328,870 

SWEENY 40,103.600 

COLUMBIA-BRAZORIA 25,225,160 

PEARLAND 10.595,780 

MANVEL 7,545,510 

DAMON 2,270,070 



District Index 
(percentage of 
county's valuation) 

15.642% 
12.082% 
.788% 
47.363% . 
11.284% 
7.098% 
2.981% 
2.123% 
.639% 



TOTAL $355,399,540 



100.000% 



2.323(%) 
$355,399,540 
.$ 5,694.835 

Unadjusted 
Local Fund 
Assignment 

$ 890,786 
688.050 
44,875 
2.697,245 
642,605 
404,220 
169,763 
120,901 
36,390 

$5,694,835 



Fort Worth ISD, et al v. Bdgar, et al 

The Economic Index and the local fund assignment process has 
been questioned almost from its inception. The scholastic popula- 
tion factor which is weighted by eight in the Economic Index 
formula was not recommended by its designers but by the legis- 
lators as it moved through the political process and does not meas- 
ure taxpaying ability. As early as 1955, studies of the program 
were critical of the index and every study that has been done since 
has pointed up inequities. On February 10, 1970, a suit was filed 
setting forth these inequities in the United States District Court for 
the Northern District of Texas, Fort Worth Division, 

The first factor in the Economic Index, assessed valuations by the 
county weighted by 20, has been the target of most critics, hven 
though the state law requires that the assessment of taxes be 
based on actual value of property unless a uniform percentage of 
actual value is used, it is common knowledge that county assessors 
in each of the counties use a different percentage; or, if it is the 
same, it is sheer circumstance. One county may use ten per cent of 



aclual value while another uses 30 per cent; therefore, the county 
which needs 30 per cent of actual value to fund county operations 
also causes itself to bear a higher relative County Local Fund As- 
signment. The plaintiffs in the case charge that ". . , the whims and 
caprice of each tax assessor-collector prevail. . . ," 

Not only does the county tax roll affect the County Local Fund 
Assignment; but, as shown earlier, the local school district's share 
of that assignment is also determined by the relative amount of 
county valuation contained in each district. By this process some 
school districts within a county bear an inequitable burden be- 
cause of the county tax assessor-collector's predisposition to get 
the tax roles of local units of government within the county and 
simply take a percentage thereof as the county value. In this 
process the school system that has the best tax practices and is 
using the highest assessment ratio generally assumes the highest 
relative Local Fund Assignment in the county. 

Since the second factor in the Economic Index is scholastic 
population weighted by eight, it needs no further discussion. 

The third factor is the value added of manufactured products 
plus the value of mineral products plus the value of agricultural 
products plus the payrolls from retail, wholesale, and service es- 
tablishments, totaled and weighted by 72. In investigating proce- 
dures the plaintiffs found: 

(a) That the source material for computing the value 
of the factor "manufacture" for the school year 1969-70 
was based upon the annual survey of manufacturers from 
the United States Department of Commerce, Bureau of 
Census, for the years of 1963, 1964 and 1965. 

(b) That the source material for computing the value of 
the factor "minerals" for the school year 1969-70 was 
based upon information found in the report of the Bureau 
of Mines for the years 1964, 1965 and 1966, this report 
being admittedly incomplete and fragmentary. 

(c) That the source material for computing the value of 
thefactor"agriculturalproducts"for the school year 1969- 
70 was based upon source materials found in the United 
State Department of Agricultural Statistical Reporting 
Service and Texas Crop and Livestock Reporting Service 
for the years 1964, 1965 and 1966, Such source material 
was limited to the breakdown of agricultural districts and 
not of counties. Thus, it is pleaded that the Defendants 
did not use any source material that was recent in origin 



or oven purported to report the agricultural products pro- 
duced in the 254 counties of the state. At most, such 
reports were only estimated and were limited to certain 
named crops. 

(d) That the source material for computing the value 
of the factor "payrolls" for the school year 1969-70 of 
retail, wholesale and service establishments was not 
based upon factual or accurate reports concerning such 
payrolls in the state, but, on the contrary, your Plaintiffs 
would show to the Court that the Defendants limited the 
subject of payrolls to the reports of employers who are 
covered and comply with the Texas Employment Insur- 
ance Act. All other payrolls have been excluded. The De- 
fendants failed to follow the statutes in that in compiling 
the Economic Index under Section c, no effort was made 
by the Defendants to distinguish between wholesale es- 
tablishments, retail establishments or service establish- 
ments. 

It should be explained that a three-year average of this data is used 
in computing the^ Economic Index and the TEA uses the most recent 
data available which, in its defense, is always years behind. 

The State Available School Fund 

The State Available School Fund has grown in recent years to be 
a substantial source of revenue for public schools. Interest from 
Permanent School Fund investments and certain earmarked taxes 
are used to pay the annual textbook bill and the remainder, 
5287,159,758 in 1970-71, i;; divided among the school districts 
on a per prior year ADA bdsis. This source in 1970-71 amounted 
to $119.45 per prior year ADA for every school district in the 
stale but the increase in the size of this payment means little 
except to those wealthiest of school districts, the budget-balance 
districts. When the cost of the MFP in a school district is computed, 
the State Available School Fund entitlement is added to the district 
Local Fund Assignment and the difference between that amount 
and the cost of the MFP in the district is then paid by the state from 
the Foundation Program Fund; thus when the State Available 
School Fund entitlement goes up, it simply reduces the state 
Foundation Program funds paid to the school district, except in the 
case of the budget-balance school district. 

The budget-balance school district is a district which has enough 
ad valofem tax wealth per pupil that when the Local Fund Assign- 
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ment and the district's State Available School Fund entitlement is 
added together, the total exceeds the cost of the MFP in the district. 
The district, therefore, qualifies for no Foundation Program funds; 
hence, it is a budget-balance district. From this one can see that 
the taxpayers of the wealthiest school districts in the state receive 
the greatest benefit from the State Available School Fund, 

THE BUDGET-BALANCE SCHOOL 

EXAMPLE: 
District X, 1970-71 

Foundation Program Cost Receipts 
salaries .... , . 981.913 
'operations' . . 70,967 
transportation . 27,276 

Fotai cost .. imo7il& 



Local Fund Assignment 
State Available Fund . . 



$1,442,814 
320,744 

T763.558** 
- 1,080,156 



BUDGET-BALANCE . 



683,402 



* ha* no relationship to the district's tola! expend it ures in 1970-71 
•* has no relationship to total district receipts in 1970-71 

California has a similar per capita grant which is discussed at 
length in the Serrano v. Priest decision, A flat grant of $125 per 
pupil per year is provided to each school district regardless of the 
relative wealth of the district. The court concluded that this type of 
aid "actually widens the gap between rich and poor districts/' 



Local Fund Assignment Credits 

A Local Fund Assignment credit as mentioned earlier without 
explanation is, in effect, a reduction of the Local Fund Assignment. 
When a school district's Local Fund Assignment is reduced, the 
amount of state Foundation School Program funds to which the 
district is entitled increases by a corresponding amount. The credits, 
established by statute, have become increasingly significant in 
recent years. In 1970-71 the gross State Local Fund Assignment was 
$217 million but credits were granted to local school districts in the 
amount of $27 million. It should be noted that the state does not 
bear the burden of these credits but adds them to the State Local 
Fund Assignment for the next year thereby forcing the other school 
districts of the state to bear the financial burden caused by the 
granting of credits. 
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There are several types of credits, but two have caused the 
greatest controversy under the present system and are particularly 
distressing to school districts that do not get to call the tune but 
must pay the fiddler. 

THE MAXIMUM TAX RATE CREDIT 

In its origination this credit was designed to protect the poor 

common school districts from an excessive local tax burden. It is 
computed by applying the maximum legal maintenance and opera- 
tion tax rate, $1.50 per $100, less the district's interest and sinking 
rate to the assessed value of property within the district for county 
purposes; then the difference between that amount and the 
amount of the district's Local Fund Assignment is the maximum tax 
rate credit. The combination of a county using a low assessment, 
ratio and a school district in the county having a relatively high 
Local Fund Assignment often results in a maximum tax rate credit. 
It is apparent that this type of credit as now applied has no relation 
to a school district's need for the state's financial assistance; for 
example, Brazoria County, one of the richest counties in the state, 
has several of its school districts receiving the maximum tax rate 
credit while they are, relatively speaking, some of the most affluent 
school systems in the state. Not only does the granting of credits, 
$15 million in 1970-71, to such school districts have no relationship 
to equalization, but because credits granted in one year are added 
to the State Local Fund Assignment of the next year, the ad valorem 
taxpayers of the other districts in the state are helping to pay the 
bill for public education in those communities which in most cases 
are better able to pay their own bill. 



EXAMPLE: 
District X, 1972 

Valuation for School Tax Purposes $69,695,470 

Tax Rate Required to Service Bonds 42<f 

Local Fund Assignment 286.220 

Valuation for State and County Tax Purposes 21.016,048 

$1.50 Maximum Maintenance and Operations Rate 
-.42 

$1.08 rate for computation of maximum tax rate credit 

applied to 21,016,048 226,973 

Local Fund Assignment $ 286,220 

— 226,973 

Maximum Tax Rate Credit $ 59,247 
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Loss to Budget-Balance Schools 

The credits to budget-balance schools have been a source of 
concern since the Governor's Committee on Public Education 
raised questions regarding this practice, as well as the granting of 
other types of credits. This credit amounted to $6 million in 1970- 
71, a sum which will be borne by the taxpayers of the other dis- 
tricts of the state in 1971-72. The credit is not really a credit at all, 
but a loss. The loss results when a district's Local Fund Assignment 
is greater than the cost of the MFP in that district; the law does not 
then require the district to pay the state the difference. The differ- 
ence is lost and the loss becomes technically a credit. In the exam- 
ple of a budget-balance school district on page 19, the district's 
Local Fund Assignment was $1,442,814 while the total cos v of the 
MFP in the district was $1, 080, 156 which resulted in a loss from 
the 1970-71 State Local Fund Assignment of $362,658 that was 
added to the 1971-72 State Local Fund Assignment. 

CONCLUSION 

For purposes of review, consider the following items which make 
the present system vulnerable to attack through the courts: 

1) a minimum Foundation School Program that not only re- 
quires 80-20 state-local sharing of the cost but assumes sub- 
stantial local effort above the MFP in order to provide any 
semblance of a quality educational program, making the 
quality of the educational opportunity afforded the youth of a 
particular district a function of the ad valorem tax wealth of 
that district; 

2) an assumption in the system that ad valorem tax wealth 
would be fairly equally distributed and that the equalization 
factors in the MFP would sufficiently compensate for any dis- 
parities in local wealth; 

3) an assumption that the Economic Index is a reasonably ac- 
curate measure of the taxpaying ability of the county; 

4) an assumption that the percentage of a county's tax role 
contained within a school district is an equitable measure of 
that district's relative ability to pay taxes; 

5) a flat grant per prior year ADA from the State Available 
School Fund without regard for a district's relative wealth; and 

6) a system of credits on district Local Fund Assignments 
which has no relationship to the district's taxpaying ability 
and, in addition, which places a burden equal to the credits 
granted on the taxpayers of the other districts in the state. 

( 

21 



□ 



Review 
of 

Prior Texas School 
Finance Studies 



Governor's Committee on 
Public School Education 

After the expenditure of a million dollars on research and three 
years of study, the Governor's Committee on Public School Educa- 
tion made its report to the Sixty-first Legislature in 1969. Even 
though some ad valorem tax experts contended that the proce- 
dures used in the tax phase of the study were less than perfect, few 
challenged the basic conclusion— inequities and irregularities are 
the rule rather than the exception. 

Some interesting findings were: 

— Even in those school district tax offices that are con- 
sidered to be the best, preferential treatment is given 
to certain classes of property. 

— Relatively few tax offices have real estate appraisers, 
and few assessors or employees attend tax schools and 
seminars. Most do not understand how to assess banks. 
A large majority of the offices have no maps or apprais- 
al cards and thus no semblance of equalization or uni- 
formity in assessments. 

— A few districts simply use the values submitted by 
property owners and do not have a board of equaliza- 
tion to approve the roll or equalize assessments. One 
assessor said the school board could not get anyone to 
serve on the board of equalization. 

— In at least one district, the assessing procedure was es- 
tablished by the WPA in 1933 and no improvements in 
operation have been made since, 

— In one district, every brick house is assessed at 51,000 
and every frame house at S500, regardless of size or 
age, A large number of assessors add new construction 
to their rolls at a fairly high percentage of actual cost, 
but never reappraise older buildings. The new property 
owners may be paying on 75 per cent of value, while 
the older property is assessed at 5 or 10 per cent of its 
worth, 

— In one district, every Negro resident is apparently as- 
sessed a flat $300 for personal property ownership. 

— Several of the assessors and school superintendents 
were emphatic in stating that they assessed local prop- 
erty at much less than industry and would continue to 



do so because industry is better able to pay than local 
property owners. One part-time assessor (who is a 
bank president by trade) said it was not necessary to 
appraise property, but that local property owners are 
assessed at about 25 per cent of true market value and 
nonlocal at about 40 per cent. The assessor is ilso a 
large land owner. 

The Governor's Committee also documented well the inequities 
which result from using county tax roles in determining the coun- 
ty's ability to pay taxes in relationship to the other counties in the 
stale and in determining a school district's ability to pay taxes in 
relationship to the other districts of the county. Comparing one 
county tax role io another was found similar to companng grape- 
fruit to watermelon because of the vast differences found in assess- 
ment ratios, treatment of certain classes of property, and other tax 
practices. 

Possibly even more important, the Committee focused its at- 
tention on the instructional program. The Foundation School Pro- 
gram was found to be, indeed, a minimum program; and the 
school districts that, because of the lack of a sufficient ad valorem 
tax base, were forced to limit 'heir offerings to the MFP were found 
wanting in the provision of a quality educational opportunity. 

To improve the equalization of educational opportunity, the 
Committee recommended the inclusion in the Foundation School 
Program of most of the factors necessary for the provision of a 
quality educational opportunity. The Minimum Foundation Pro- 
gram would have been expanded over a ten-year period to a basic 
Foundation School Program by 

• allocation of teachers (classroom and vocational combined) 
at a ratio of one per 24 current ADA 

• allocation of supporting professionals at a ratio of one per 
100 current ADA 

• provision of paraprofessiona) aides at a ratio of one per 100 
current ADA 

• provision of an operating allowance on the basis of $50 per 
current ADA 

• provision of a S400 bonus allotment per vocational teacher 
(enacted) 

• provision of a kindergarten program (enacted) 

• provision of a summer school program 

• adoption of a progressive state salary schedule (modifica- 
tion enacted, HB 240 of the Sixty-first Legislature) 

• provision of higher salaries in hardship recruiting areas. 



In addition, a state-financed supplementary program for drop-out 
prevention and reclamation of undereducated adults was recom- 
mended that would have 

• provided one additional supporting professional, one addi- 
tional paraprofcssional aide, and a $1,000 additional operat- 
ing allowance for each 100 "educationally handicapped" 
students in ADA 

• provided a slate-guaranteed free adult education program. 
The above-mentioned program recommendations are not all-in- 
clusive but do include most of the basic cost factors included in the 
recommended program. 

To finance the recommended Basic Foundation School Program, 
the Committee developed new procedures for state-local cost 
sharing. The use of the county !a\ roll would have been eliminated 
altogether in determining the local district's share of the cost; 
instead, the market value of taxable property within the district 
would have been the sole determinant. Through research, the 
Committee found that actual local effort required to meet the Local 
Fund Assignment ranged from 2c to 30c per $100 of true market 
value of property within the district and that the statewide average 
effort was 13,8c per $100 of true market value in 1968-69. The Local 
Fund Assignment of a school district would have been set for 1969- 
70 at an amount equal to a rate of 20c per $100 of true market value 
of property and each year thereafter it would have been graduated 
10-per year to 30c in 1979-80, except that no district would have 
been asked to increase its rate effort by more than 5C per year. 
Under the plan, it would have been necessary for the State Board of 
Education to conduct continuing studies of actual property value 
and for the legislature to enact a documentary stamp tax to provide 
assessment-sales ratio information. 

The Governor's Committee reported that the plan would 

• recognize the fact that the expanded Basic Foundation 
School Program will absorb a large share of present 
enrichment expenditures by local districts; 

• require all districts to make a reasonable minimum 
local tax effort similar to that which committed districts 
already make; 

• maintain a fair balance between taxes on property and 
nonproperty taxes for the support of public education; 
and 

• permit the establishment of a combined state-local 
school finance pattern adequate to the requirements of 
a long-range plan for national leadership. 
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In addition, it would have eliminated two troublesome problem 
areas of the present finance system which were described earlier: 
(1) the maximum tax rate credit by making credits unnecessary 
and (2) the per capita payment to focal districts from the State 
Available School Fund by placing the revenue in the Foundation 
Program Fund. Losses resulting from budget-balance districts, how- 
ever, would have continued. 

Whether or not the adoption of the basic program components 
and finance procedures recommended by the Governor's Com- 
mittee would have prevented the Rodriguez suit or the nature of 
the court decision is a matter of conjecture. One thing, however, is 
clear: the Foundation School Program would not have been mini- 
mum, fn addition, each public school student in the state system 
would have been provided a quality educational opportunity 
financed by a more uniform tax effort on the pari of all school 
districts. 

One basic issue considered by the court would have remained 
even if all of the recommendations of the Governor's Committee 
had been enacted. Even though those proposals in 1971-72 would 
have ensured $500 per pupil expenditures, exclusive of debt serv- 
ice, in each of the school districts of the state, local enrichment to 
the level of $1200 per pupil expenditures would still have existed in 
those districts where a great deal of money can be raised with 
little effort on the part of the average taxpayer. If the floor had 
been quality, would the ceiling have disturbed the court? In Serra- 
no v. Priest the court cited that in Los Angeles County, where the 
plaintiff students reside, per pupil expenditure ranged from $577 
to $1231. 

Committee of Eighteen 

When it became obvious that the Sixty-first Legislature would 
not alter the state system of financing public education, an interim 
committer was authorized by the legislature to continue the study 
of school' finance problems. The committee was given $25,000 in 
funding and was asked to report to the Sixty-second Legislature. 
The members were not appointed until well into 1970 which gave 
them less than a year to function. 

A plan was presented to the group as one alternative which 
might be considered. It, however, was the only plan offered to the 
group; therefore, most of the committee's energies went into 
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refining the plan until a majority of the eighteen members could 
accept it as the committee's recommendation to the Sixty-second 
Legislature. 

The Committee of Eighteen submitted its report to the legislature 
in the form of two bills, one (SB 406) a change in the method of 
determining Local Fund Assignments under the Minimum Founda- 
tion Program and the other. (SB 407) a property transaction record- 
ing measure. 

In the proposed method of determining each district's local fund 
assignment, an index of each county's ability to support public 
schools would continue to be compiled; however, a new formula 
would be used. 



COUNTY ECONOMIC INDEX 
PRESENT FORMULA 

Factor Weight Weighted Value 

A. County assessed valuation X20 

B. Number of scholastics X 8 

C. Value added of manufactured products 
-f value of mineral products 

+ value of agricultural products 
+ payrolls from retail, wholesale, 

and service establishments X 72 

Total of weighted values from A.B,C 

COMMITTEE OF EIGHTEEN FORMULA 
Factor Weight Weighted Value 

A. Value added of manufactured products 
J value of mineral products 

-f- value of agricultural products 
4- payrolls from' retail, wholesale,. 

and service establishments X 72 

B. True market value of assessed real property and 
certain tangible personal property (specifically pipe 
lines, power lines, telephone lines, telegraph lines, 
transmission cables, and mobile homes) in each 
school district or portion of a school district in the 
county X28 

TOTAL of weighted values A-rB .... 

A comparison of the present . and proposed formulae indicates 
that the dominant factor in the present formula would remain 
weighted at 72 in the proposed formula, but scholastics and county 
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valuations by the county tax assessor would no longer be used. In' 
the place of county valuations and scholastic population, the Com- 
mittee of Eighteen formula would include the true market value of 
assessed real and certain tangible personaf property as deter- 
mined from school district reports to the TEA. 

School district reports required by the TEA would include the 
value of taxable real property (and certain tangible personal prop- 
erty as shown in the proposed formula) as assessed the immediate- 
ly preceding year for school district purposes and the per cent of 
true market value which the assessment represents. In cases where 
a school district contains areas within more than one county, the 
report would necessarily reflect the portion of school district values 
held within each of the counties. 

From the school district reports, the TEA would compute the 
true market value (of the classes of property reported) within each 
school district and each county. A three-year average of the most 
recent data available would then be used to compute the County 
Economic Index. 

After the County Economic Index had been computed and the 
county's share of the State Local Fund Assignment determined, the 
TEA would divide the County Local Fund Assignment among the 
school districts which have areas within the county by dividing the 
true market value of real and certain tangible personal property in 
the county into the true market value of such property within each 
district or portion of the district and finally applying the resulting 
percentage to the County Local Fund Assignment. 

Another part of the bill draft specified that the new formula be 
gradually introduced over a five-year period. This would have been 
accomplished by assigning 20 per cent of the 1972-73 total to be 
assigned to the local school districts of the state on the basis of the 
proposed formula and 80 per cent of that amount on the basis of 
the old formula; 40-60, in 1973-74; 60-40, in 1974-75; 80-20, in 
1975-76. A school's Local Fund Assignment would not have been 
based 100 per cent on the proposed formula until 1976-77. 

In addition to the proposed procedure for determining gross 
Local Fund Assignments, the Committee of Eighteen recommended 
two significant changes in the credit provisions of the Minimum 
Foundation Program statutes. The present "plow-back" feature, 
mentioned in the presentation of the present system, would have 
been removed. This "plow-back" feature is the provision which 
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causes every school district in the state to share the cost of all 
credits granted on Local Fund Assignments; it works by adding the 
amount of credits granted in a given year to the share of the Mini- 
mum Foundation Program costs to be borne by the focal school 
districts of the state during the next year. Without it, the state gen- 
eral revenue fund would then have assumed the financial burden of 
all Local Fund Assignment credits which were granted. The Com- 
mittee of Eighteen also recommended that the present maximum 
tax rate credit be removed and' a new credit substituted. The new 
credit would have limited a district's net local fund assignment to 
an amount equal to the maximum maintenance and operation tax 
rate times each S100 of 30 per cent of the true market value of all 
taxable property assessed by the district. 

In order to facilitate establishing true market value, the Commit- 
tee felt it necessary to have a property transaction recording meas- 
ure. It felt that without easily accessible public records on the 
prices paid for property as parcels change owners, the cost of es- 
tablishing the true market value of property would be prohibitive. 
A small recording fee was included as a part of SB 407 to pro- 
vide funds for conducting the recording program. 

Even though many state leaders felt that the Committee of 
Eighteen recommendations were a step in the right direction, it is 
doubtful that the passage of SB 406 and SB 407 by the Sixty-second 
Legislature would have prevented the judgment against the Com- 
missioner and State Board of Education in Rodriguez v. San Antonio 
ISD. The Committee of Eighteen proposals would have.d) im- 
proved the equalization of taxpayer effort to provide the Local 
Fund Assignment of the MFP; (2) prevented relatively wealthy 
school districts from, in effect, getting additional state aid through 
a loophole, the present maximum tax rate credit; and (3) shifted the 
burden for worthy Local Fund Assignment credits from all of the 
school districts to the state. These actions, meritorious though they 
be, do not address the issues which most concerned the court. The 
MFP would have remained unchanged which means that much 
considered basic to a quality educational program would neces- 
sarily be nonexistent or be provided through local ad valorem tax 
effort; therefore, quality education, or the absence of it, would 
have remained a function of the ad valorem tax wealth of the 
school districts. Where oil, heavy industrial complexes, or a high 
percentage of affluent homeowners exist within a district, the chil- 



dren would have continued to be provided, with a relatively low 
tax effort on the part of the average resident, such things as com- 
pletely air-conditioned and carpeted buildings, experienced 
master's degree teachers who are paid well above the state average, 
and heated indoor swimming pools. Where these ad valorem tax 
factors do not exist, the taxpayers would continue to make a "rela- 
tively high effort to produce much less revenue per student for the 
enrichment of the Mf : P— a tax more, provide less system which 
makes the qualitv of educational opportunity in a state system of 
education a function of the local district's ad valorem tax wealth, 
rather than a function of the wealth of the slate as a whole. 
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31 



□ 



Review 



National 
Pro jecl- Findings 



. • • r -..-..v-r 



9 

ERIC 



33 



The National Educational Finance Project, a SI million effort 
funded bv the U.S. Office of Education, has produced approxi- 
mately a dozen volumes of research reports bearing 1971 publica- 
tion dates. The study was prompted by the increased number of 
taxpayer revolts that have caused not only retrenchment but .the 
actual closing of many school house doors for a period of weeks 
and sometimes more. These actions dramatized the nationwide 
need for basic research in the area of school finance. 

As events have evolved, the study has become even more timely 
than its conceptualizes realized. With court findings in Alabama, 
California, Minnesota, Wyoming, Texas, and New Jersey and with 
some .39 other suits resulting from plaintiff success in those states, 
the publication of the results of such a study could hardly have 
been more timely. 

It would be grossly unfair to Roe L. Johns, project director, and 
his staff if the writer claimed that the following paragraphs contain 
a summary of their publications. The following publications are an 
attempt to present key facts and concepts discussed in Future Di- 
rections for School Financing, a 61 -page monograph that reduces 
the study to .nanageable proportions for the layman; this publi- 
cation and others developed in the study are available from: Na- 
tional Educational Finance Project, 1212 Southwest Fifth Avenue, 
Gainesville, Florida 32601. Anyone who wishes to involve himself 
in an attempt to understand school finance problems and alterna- 
tive solutions should secure the above-mentioned monograph; 
Alternative Programs for Financing Education, Volume 5 of the Na- 
tional Educational Finance Project publications; and a list of mate- 
rials available from the Project. 

In reviewing the statements of beliefs and goals produced by 
national policy groups, White House Conferences, etc., the Project 
staff found the following elements commonly set forth: 

• We believe the opportunity to obtain a public educa- 
tion should be substantially equal for all children and 
youth and should be appropriate to their needs. 

• We believe public education should strive to remove 
class and caste barriers and to promote social mobility 
in our society. 

• We believe that every American child, regardless of 
race, national o r ?gin or the economic condition of his 
parents, should be given an equal opportunity in the 
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public schools to develop his talents to their fullest ex- 
tent in order thai he may have full access to the bene- 
fits of the American social, economic and political 
system. 

• We believe in American democracy and are convinced 
that a broadly based and adequately supported system 
of public education for all children is essential to its 
preservation. 

• We believe that by raising the educational level we not 
only contribute to the success of popular government, 
but also to the reduction of poverty, crime and de- 
pendence upon programs of public welfare. 

• And, most importantly, we believe that the educational 
opportunity of every individual should be a function of 
the total taxable wealth of the state and should not be 
limited to the taxing ability of a local school district. 

In order to meet the preceding standards, states must 

• equalize educational opportunity 

• equalize the tax burden necessary to support the state 
system of public education 

• develop greater efficiency in operation 

• ensure accountability by all responsible for providing public 
education. 

Do the States Provide 

An Equalized Educational Opportunity? 

The ideal of equal treatment under the law and equal opportu- 
nity in terms of access to a similar quality education has been giv- 
en lip service; but the research of the NEFP staff caused it to an- 
swer with a resounding "no." In answering, a question was posed: 

Does the child who attends a school in a district that 
manages to raise $500 per pupil per year through strug- 
gle and sacrifice have the same opportunity as the child 
who attends a school that raises $1,200 or more per pupil 
per year with a lower level of effort? 

Wide variations in both ability and effort to support public educa- 
tion were found to exist within regions, between states, and within 
states. 

Since most state systems of public education were designed with 
the assumption that local school systems would provide a large 
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portion of the umds ih'u'ss.iin to support the kn al pro&^uitn. the 
\ariatioiis in qualih ot educational of >[ h m t uj i i t\ were, theioloio. 
touinl to be largoh a (unction ot the si/o ot tin* ad \aioiem tax 
base in relationship to tho number ot pupils sor\ed. I ho solutions, 
ho\ve\er, loukl not iir soloh athihuted to tin* ad \aloiom tax 
base; difference?* were *i I s c ■> ol^oi\ed to bo a result ot \ t i r \ ins* Uk al 
and s! to effort. 

Should We Spend An Equal Number 
of Dollars on Each Child? 

It has boon said that t Ihm r is nothing more unequal than thr 
equal treatment of unoquals. Ni l f roa< hod the same conclusion 
based on its research. It costs iihhv to moot tho needs ot' handi- 
capped children, studonts in vor.ition.il education, undorcducated 
adults, etc., than it doos to educate the 1 o\ cm\ij;o elementary pupil. 
Tho following relative uoighis were derived be Nl I P; 



Education 


Weight 


Program 


Assigned 


Basic elementary grades 1-6 


1.00 


Giadcs 7 9 


!.?{) 


Grades 10-12 


MO 


Kindergarten 




Mentally handicapped 


1.1)0 


Physically handicapped 




Special learning disorder 


?M) 


Compensatory education 


? 00 


Vocational-technical 


1.80 


Even though Nl-N* qualified I 


[he roport by stating that detormiiM 



lion of proper weights is not final and not applu able to a parlicu- 
lar stale 1 , they provide a good indication that it costs nearly lwi< e 
as much to educate the menially handicapped as it doos to provide 1 
for the average elementary student. Consideration of these differ- 
ences is strongly recommended to states as they attempt to equal- 
ize educational opportunities. 

Should School Facilities be Considered 
In Equalization Plans? 

"Yes!" is the aaswer of NI:FI\ A shortage of 500,000 < lassrooms 
existed in !%fi, the study reports. According to the* best estimates 
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of NEFP, the nation will need 120,000 classrooms annually at a cost 
of $7.8 billion each year of the 1970's. Thirty-five states were found 
to be sharing the cost of schoolhouse construction in 1968-69; 
however, a heavy reliance on local property taxes, restrictive debt 
limits, and cumbersome referendum procedures were blamed for 
the present extreme difficulty in meeting construction needs, 

fn equalizing the quality of facilities as a factor in the equaliza- 
tion of educational opportunities, NEFP recommended considera- 
tion of the following alternatives: 

1) state and local indebtedness limits can be increased, 
or 

2) structural changes can be made in state and local tax 
systems, or 

3) the state can become an active participating partner 
in financing school facilities, or 

4) federal' support can be provided for construction. 

School Finance Models 

The Project attempted to evaluate basic school finance support 
systems in order to determine their respective abilities to provide 
finance equalization. To accomplish this, a prototype state was de- 
veloped from the many varying kinds of school districts to be 
found within a state. Various finance support models were then 
tested on the districts of the prototype state. The results were de- 
picted in the following graph form: 



Equalization Model — Substantial Local Leeway 
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Equalization Model — Minimal Local Leeway 
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Equalization Model — No Local Leeway 
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These tests of models vividly illustrate the effect of local leeway 
based on widely varying acl valorem tax wealth: the more local lee- 
way, the less finance equalization. 

These and other model tests lead the NfFP to conclude; 

1. State funds — distributed by any model examined — 
provide for some financial equalization, but some fi- 
nance models provide more equalization than others. 

2. The flat grant model provides the least financial 
equalization for a given amount of state aid of any 
of the state-local models because it does not take into 
account the variations in wealth of the district. 

3. A flat grant model which takes into account some of 
the cost variations per pupil, i.e., weighting pupils, 
even though it ignores variations in wealth, provides 
more equalization than the flat grant model which 
fails to provide for any cost differentials and varia- 
tions in wealth. 

4> The equalization models which take into account cost 
differentials of various programs and variations in 
school district wealth are the most efficient methods 
for equalizing financial resources in states using state- 
local revenue allocations. 

5. In equalization models, the greater the local tax lee- 
way the less the equalization. 

6. Complete equalization is attained only under a plan 
of full stale funding or an equalization plan which in- 
cludes all local school taxes in the required local ef- 
fort for the state foundation program. 

7. The higher the percentage of school revenue pro- 
vided by the state, the greater the equalization of fi- 
nancial resources among districts. 

8. The higher the percentage of school revenue pro- 
vided from local revenue, the greater the possibility 
for unequal financial resources and unequal educa- 
tional opportunity in the state. A complete local sup- 
port model provides no equalization among districts 
whatsoever. 

9. The higher the per cent of state funds provided, in 
relation to local revenue, the greater the progressivi- 
ty of the tax structure for school support. State tax 
sources are generally more progressive than local tax 
sources. 

10, The higher the per cent of federal funds provided in 
relation to state and local revenues, the greater the 
progressivity of the school tax structure because fed- 
eral taxes are generally more progressive than state 
and local taxes. 
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What Are the Sources 
School Revenue? 



of Public 



The national average for 1970-71 
local 



was 



52 per cent 
41 per cent 
7 per cent. 



state 
federal 



(See comparable Texas figures on page 12.) Of the 52 per cent 
raised by local units of governments to support public education, 
98 per cent was derived from one source — the ad valorem tax. 

In discussing tax sources, NEFP set forth three concepts which 
should be considered in evaluating a tax: 

1. A tax should not alter economic behavior. 

It should not cause goods or services to be reduced 
or leave the state; it should not alter attitudes or be- 
come the basis for decisions on locations of plants, 
buildings or business sites, and it should not reduce 
the willingness of peopie to work and to produce. 

2. A tax should be equitable. 

All persons in the same economic circumstances 
should be treated equally. The tax should be based 
on the taxpayer's ability to pay and should be pro- 
gressive in relation to his income or at least should 
rise in proportion to the taxpayer's income. 

3. A lax should be collected effectively. 

Tax statutes should not have loopholes, nor should 
they be so drawn that they can be evaded. 

The ad valorem tax was found wanting by all three standards. In 
evaluating the tax, it was found that; 

a. It becomes largely a tax on housing. 

b. It tends to discourage rehabilitation of deteriorating 
property. 

c. It tends to affect decisions by business and industry 
with regard to locations and plant sites. 

d. It does not bear equally on business, favoring those 
with a low ratio of property to sales. 

There are still more problems. Different assessment 
practices tend to make it unequal for taxpayers. Then, 
too, ownership of property is not necessarily correlated 
with either income or wealth, often having little relation- 
ship to the ability to pay taxes. Older persons on small 
fixed incomes are an example. The yield from a given 
property tax depends on the industriousness of the as- 
sessor and the treasurer. Property tax revenues often lag 
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behind national income. And finally ihe property tax is 
used so heavily by local governments it is often not capa- 
ble of yielding significant increases for local schools when 
increases are needed. 

In spite of the findings of research groups, which is not news to 
the average citizen, Texans must consider the problems inherent 
in replacing the ad valorem tax 1 . It would take approximately a bil- 
lion dollars annually from another tax source to replace the ad va- 
lorem tax in our present program for the 1973-74 school year. A 
billion dollars would also be the minimum figure if, in response to 
the Rodriguez decision, the state sought to bring the poor districts 
up to the present average program and the wealthy districts down 
to that average program. Few leaders in public education, how- 
ever, have expressed a willingness to accept averaging but have 
expressed a desire to bring all programs up to a level as near as 
possible to the finest public school systems in the state. No one 
knows at this time what that type of effort would require in new 
tax dollars, but it is safe to assume an increase of $450 to $650 
million annually would be the minimum required. A worthy goal 
might be the stabilizing of the ad valorem tax at an equalized rate 
near the present statewide average effective rate for school dis- 
tricts. 

In NEFP research, 45 states were found to be using the sales tax; 
41, the personal income tax; and 43, the corporate income tax. The 
following advantages were listed for personal and corporate in- 
come taxes. 

Graduated Personal Income 

a. It is directly related to the most generally accepted 
measure of taxpaying capacity — the income of the 
taxpayer. 

b. It can be adjusted through use of exemptions or cred- 
its to take into account special circumstances, e.g., ill- 
ness of a taxpayer, size of family, unusual expenses or 
other hardships. 

c. It is easy to collect through payroll deductions. 

d. it has a high degree of elasticity in that revenue in- 
creases as the taxpayer's personal income increases, 
particularly if the rates are progressive. 

Corporate Income Tax 

a. Revenue generally increases with increases in corpo- 
rate income. 
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b. It can be equitably applied. 

c. It can be structured in such a way as to hold adminis- 
trative costs and problems to a minimum. 

d. It is not likely to cause economic distortions unless 
the state's rate is much higher than neighboring states. 

(By tracking the federal income tax program, the Texas Research 
League has estimated that Texas can raise approximately $300 mil- 
lion per each 1.5 per cent of rate.) 

In conclusion, the variations in expenditure levels between the 
states were explained by NEFP to be largely a result of their vary- 
ing fiscal ability as measured by net per capita personal income. 
An average of $1,000 per ADA was spent by the five states with 
the highest net per capita income while the five poorest as meas- 
ured by the same criterion was only $574 per ADA. It is interesting 
to note that differences within states were found to be greater 
than differences between states. 
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Texas School 
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In Progress 
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The Rodriguez decision made it paramount that a new state 
system of school finance be devised. Several political officers, asso- 
ciations, and research groups have launched studies. Because of 
the general interest in the activities of these committees, the mem- 
bers of each are listed below with brief comments regarding the 
assumed role anci/or progress of the respective committees at the 
date of reprint, August 26, 1972. 



STATE BOARD OF EDUCATION SPECIAL 
COMMITTEE ON SCHOOL FINANCE 

Ben R. Howelf, El Paso, Chairman Doyle Coriey, New Boston 

Vernon Bairtf, Fort Worth Paul Haas, Corpus Christi 

Jack Binion, Houston Herbert O. WiNborr, Amarillo 

The State Board of Education passed the following motion: 

The State Board of Education requests the Attorney General, 
the Honorable Crawford Martin, to appeal to final decision 
the Order of the United States District Court, Western District 
of Texas, San Antonio Division, Civil Action No. CA-68-175-SA. 

The State Board of Education, under the authority granted it 
by the Texas Constitution and state statutes, assumes full re- 
sponsibility for developing a proposal to be submitted to the 
Governor, the Legislature, and the general public which will 
provide for financing public school education in Texas in ac- 
cordance with the" requirements of the final Court Order and 
in accordance with standards of high quality commensurate 
with the financial ability of Texas. 

The State Board of Education invites other groups making 
similar studies to coordinate their findings with those of the 
Board so that the final proposal will represent the broadest 
participation possible by the citizens of Texas. 

The Stp/te Board School Finance Committee met on February 11 
and drafted the following statement which was adopted by the 
Board on February 12: 

The Rodriguez case will be appealed. The Board believes it 
should address itself to the general problem of improving 
school financing in addition to considering the specific con- 
cerns in Rodriguez. 

While recognizing that the problems of public school funding 
are complex and difficult to answer, the Board considers cer- 
tain broad principles to be essential. The quality of education 
of each local school district is dependent upon the back- 
ground and attitude of the citizens that reside in that district. 
Incentive to preserve local pride, sincere concern, and the de- 
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sire for standards of high quality education cannot, under any 
set of revised financing arrangements, be negated. Because 
considerable anxiety and monumental concern have devel- 
oped, it is incumbent upon this Board at the very outset to 
take a very strong position with respect to the administration 
of any financing plan that might evolve from the Legislature. 

At least four points should be incorporated in any plan recom- 
mended or adopted for state contribution to elementary and 
secondary education. These are: 

1. Guaranteed funding of the state's share of basic educational 
opportunity for all children must continue to be a key ele- 
ment of any school finance plan. 

2. Local taxes should continue to be used in the district col- 
lected. The capability of each local district to enhance and 
enrich its own program above the state basic program must 
be preserved. 

3. The control of the local district and the administration of 
such funds available to that district should be vested in the 
citizens residing within that district, retaining the concept 
that decisions are best when made as close to those af- 
fected as practicable. This will require responsible district 
organization and financial structure. 

4. The allocation of state funds shall give consideration to the 
ability of the local school district to provide local tax and 
other revenues. 

The brevity of the principles should not mislead the reader to 
conclude that the State Board intends to ignore the spirit of the 
court order in the Rodriguez decision. An equalization plan can be 
devised that includes local enrichment; however, a reasonable lim- 
it on local enrichment or a power equalization scheme must be in 
any plan that meets court tests as they are presently constituted. 
Also, there is nothing in the court order to preclude the develop- 
ment of an equalization plan which permits local taxes to be col- 
lected and used within the district where collected. 

The Texas Education Agency has responded to the need to de- 
vise school finance alternatives by developing a task plan for intra- 
Agency activity. The first task was the development of "Estimates 
and Projections for Texas Public Schools" to provide a common 
data base for all groups studying the problem. In addition to the 
common data base, a team is exploring ways to update and im- 
prove the present foundation school program in a manner which 
would make it acceptable to the courts; another team is carefully 
reviewing the Governor's Committee proposals to the Sixty-first 
Legislature in an attempt to utilize their recommendations as a 
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basis for the development of one alternative; and still another team 
is exploring the utilization of the weighted pupil concept which 
has been recommended by the National Educational Finance Proj- 
ect. 

The work is progressing rapidly. A common data base has been 
completed with the exception of information pertaining to the 
market value of property — which is presently being compiled. The 
best market value data which can be assembled within the time 
frame established by the court should be available by September. 
The three basic alternative proposals should reach the State Board 
Committee by September 15. 

Any refinement of the proposals and/or additional research 
requested by the Committee is scheduled for completion on Octo- 
ber 21, the date on which the committee will prepare its Novem- 
ber or early December report to the State Board. 

Although the Agency staff is making an extensive effort, the TEA 
recognizes that all interested groups can and should work together 
for the benefit of the school children of Texas. Key persons from 
the intra-Agency task force have been assigned liaison responsibili- 
ties with the other study groups. The sharing of information and 
resources has been excellent to date and the Agency plans to con- 
tinue this type of cooperative effort. 

TEXAS RESEARCH LEAGUE STUDY OF 
FOUNDATION SCHOOL PROGRAM FINANCING 

The Lieutenant Governor, alarmed by the near $125 million in- 
crease annually in Foundation School Program costs resulting from 
the acts of the Sixty-first Legislature, asked the Texas Research 
League to study the state's school finance program. He asked that 
the focus of the study be ways to meet the state's obligation in the 
next decade. The League accepted the responsibility and outlined 
the following study prior to the Rodriguez decision: 

1. What has been the effect of the 1969 school legislation to 
date? 

2. What are the prospective trends in school finance for this 
decade under current law? 

3. How could the State control the total cost of the Founda- 
tion Program? 

3.1 Elements of the program that might be eliminated or modified. 

3.2 Elimination of special subsidies for small school districts. 

3.3 Place a dollar amount per-student limit on Foundation Program 
costs. 

3.4 Modify the teacher salary provisions of the 1969 law. 

4. How could the State shift a larger portion of the total cost 
of the Foundation School Program to local districts? 

4.1 Increase in local percentage share. 
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4.2 Base local share on fixed tax rate times uni: -sessmcnts. 

4.3 Include all state-supported costs in the 80-2' moo, 

4.4 Eliminate excess payments to budget-balance districts. 

5. How could the State undertake a larger share of school 
costs and be sure that this would be reflected in lower 
property taxes? 

5.1 Effect on different school districts of 100% financing of Foundation 
Program. 

5.2 Financial implications of 100°;. state-financed Foundation Program 
and 100% state-financed school system (as proposed by ACIRL 

5-3 How to insure property tax relief. 

— The TRL study will lay out alternatives; it will NOT make 
recommendations. 

— Study will NOT examine the merits of educational pro- 
gram components. 

— Study will draw upon relevant experience in other states. 

— Pending court cases will be watched carefully and taken 
into account in the report. 

Since the Rodriguez decision, the focus of the study has been 
changed somewhat to emphasize the seeking of alternative meth- 
ods for equalizing resources. 

In addition to the study outlined above, the Research League has 
assisted the Agency in developing a data base of information re- 
garding trends in state school finance and estimates and projec- 
tions for the future. The TEA has also been aided in developing 
the computer capability of testing the effect of various finance 
alternatives on each of the school districts of Texis, 

An interim report has been prepared by the Research League. 
The report discusses national and Texas trends regarding student 
population, personnel, and cost. It also includes an appendix which 
provides information regarding the effect of resource leveling on 
the school districts of Texas. 

The report summary states: "Equalization at any level above the 
average would require a substantially greater net outlay of public 
funds. For example, if the equalization point were set at $100 
above the state average for 70-71 (i.e., $804), the net additional 
cost to the taxpayers would be nearly $248 million per year. This 
would provide equalized resources for 86 percent of all Texas 
public school children, but still would entail revenue losses ag- 
gregating $59 million by 401 districts enrolling 14 percent of all 
students. 

"The net cost grows very rapidly as the level of equalization is 
increased: 

— To equalize resources for 90 percent of the children 
would cost $388 million, yet 324 districts would suffer 
revenue losses. 
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— To equalize resources for 95 percent of the children 
would cost $630 million, despite the fact that 233 districts 
would have less revenue per child. 

— To equalize resources for 99 percent of the children 
would cost $1.4 billion in additional annual taxes, and 
still there would be 102 school districts with decreased 
revenues. 

— To provide equalized resources for 99.9 percent of the 
children would increase annual costs of nearly $2.5 bil- 
lion. Even so, 36 districts would lose revenue. 
"It should be noted that these estimates are based on 1970-71 
data. Further enrichment by the more affluent districts during 1971- 
72 and potential increases in 1972-73 could substantially increase 
the net cost of equalization." 

The TRL has plans for publi5hing another interim report in early 
.fall, it will contain an extensive analysis of 1970-71 revenue and 
expenditures under the present system. Tabulations by individual 
school districts and by classes of school districts will be reported. 
This analysis promises to L e of great value to the groups studying 
issues in school finance. 

TEXAS ASSOCIATION OF SCHOOL BOARDS 
FOUNDATION SCHOOL PROGRAM AND 
FINANCE COMMITTEE 

Albert D. Brown, jr., North East ISD, George Oser, Houston ISD 

Chairman Rayford Bates, Seminole ISD 

Mervil Moore, Laredo ISD Charles McClure, Jacksboro ISD 

Charles Waters, Lubhock ISD Ben Ahney, Woodsboro ISD 

On April 22 the TASB Committee developed a broad general 
policy statement on school finance. After the review and approval 
of the TASB Executive Committee, the following general policy 
statement was published in the June issue of the Texas School 
Board journal: 

GENERAL POLICY STATEMENT 
SCHOOL FINANCE 

The State Board of Education is to be commended for assuming 
leadership in seeking to develop a school finance plan which will 
equalize both educational opportunity and taxpayer effort in the 
state system of public education. The Board is to be further lauded 
for ensuring extensive breadth of involvement in developing a 
finance plan by inviting all interested groups to coordinate their 
efforts. with those of *he Board. 

In this endeavor the State Board of Education should be the 
coordinating group. Such action would be consistent with the au- 
thority granted it by the Texas Constitution and state statutes. In 
addition, the Board is elected by the people of Texas to govern the 



48 



state system of public education; it, therefore, has credentials that 
can be given no other group even if one ignores the human and 
financial resources in the Texas Education Agency that are available 
to the Board. 

Recognizing that the above-mentioned facts, the Texas Asso- 
ciation of School Boards herein offers its resources and coopera- 
tion to the State Board; and the school boards, which govern the 
local school districts educating ninety percent of the State's youth, 
urge that all interested groups make a similar commitment in 
order to avoid the waste of resources by the needless duplication 
of research. The overall coordination of the State Board should' not 
only be welcomed but sought. 

The Texas Association of School Boards recommends that the 
following tenons be embodied in any finance plan enacted by the 
Texas Legislature: 

— the decisions regarding public education should be made 
at the level of government closest to the people affected 
by the decisions 

— a foundation school program should be funded auto- 
matically rather than subjected biennially to the appro- 
priations process 

— the quality of educational opportunity should be equal- 
ized without requiring a reduction in the quality of edu- 
cational opportunity that is presently provided; however, 
it should be recognized that quality is not determined 
solely by the level of per pupil expenditures 

— a high quality educational opportunity for every public 
. . school student should be ensured by a comprehensive 
foundation school program 

— the local ad valorem tax effort should be stabilized at the 
present statewide average level of effort as partial sup- 
port for the state system of public education while addi- 
tional funds needed for quality education should be 
provided through broad-based state taxes 

— the local district's share of the cost of the foundation 
school program should, as a minimal revision of the cur- 
rent formula, be determined by the true market value of 
taxable property within each school district except that 
agricultural land, owned by natural persons who derive 
more than fifty percent of their income from agricultural 
• uses of the land, should be valued in relationship to agri- 
cultural productivity as provided for in Article 8, § 1-d, 
-of the Texas Constitution 

— the quality of school facilities should be recognized as a 
determinant of the quality of educational opportunities pro- 
vided within a community and, therefore, should be a factor 
that is equalized 
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— a power equalization plan should be instituted to ensure 
that each local district gets a similar number of dollars per 
weighted pupil for a similar taxpayer effort in providing 
discretionary funds to meet varying local needs not being 
met by (he foundation school program. 

On May 20 the Committee met again to develop an intermediate 
level policy statement that would establish TASB's position on most 
of the key issues regarding a state school plan. The following inter- 
mediate level statement was reviewed and approved by the TASB 
Executive Committee on June 16: 

Statement of Intermediate Level Policy 
SCHOOL FINANCE 

1. A quality comprehensive foundation program should in- 
clude 

1.1 a personnel component that 

I. Id utilizes weighted' average daily membership (ADM) as the 
basis of allocation without diminishing administrator motiva- 
tion to stimulate anH enforce pupil attendance 

1.1 Id provides local administrators with the opportunity to select 
from widely varying categories to meet local staffing needs 

1.1c offers an opportunity to continue progress toward differenti- 
ated staffing 

'I, Id includes a state salary schedule which ensures the salary levels 
presently provided by HB 240 of the Sixty-first Legislature and 
which has significant increments based on performance factors 
in addition to those presently based on years of service, de- 
grees, and college credits 

1.1c provides automatic salary schedule adjustments based on the 
cost-of-living index both at the state and local levels 

1,'If ensures an opportunity to meet the special urban needs, e.g., 
security, maintenance, school-community liaison, and com- 
munications personnel 

1.1g enables the State Board of Education to provide the breadth 
of program necessary to ensure a quality educational oppor- 
tunity in sparsely settled districts 

1.1 h ensures funding to all districts for fringe benefit programs at 
a level adequate to continue those programs presently in exist- 
ence 

1.2 an operations allotment that 

1.2a is allocated on a weighted ADM basis 

1.2b places added weights to certain types of pupils where they are 
few in number within a district causing greater per pupil cost 
in meeting their needs 

1.3 a transportation allotment that 

1.3a is determined by actual cost within a realistic limit 

1.3b provides the funds necessary to implement integration plans 

that result from federal orders 
1.3c empowers the State Board to approve, on an individual district 

application basis, additional funding to meet special local 

needs 

*As amended August 5, 1972 
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1.4 a facilities financing component that 

1.4a ensures, after maximum reasonable local effort is expended, 
assistance in providing school plants which are adequate 
learning environments both in quantity and quality 

1.4b provides for transition to a program which equalizes facilities 
as well as the other factors involved in providing quality edu- 
cational opportunities 

1.4c maintains local autonomy in the determination of the need for 
facilities and the features necessary to accommodate instruc- 
tional programs tailored to meet local needs. 

2. The features of the system which is used to finance the 
comprehensive foundation program should include 

2.1 a state portion that 

2.1a is financed by broad-based state taxes in a manner similar to 
'he automatic financing feature of the present Minimum Foun- 
dation School Program 

2.1b begins at fifty-five percent of the total cost of the comprehen- 
sive foundation program and increases to eighty percent of 
the cost 

2.2 a local district portion that 

2.2a is financed by an ad valorem tax on all taxable property with 
valuations being established at true market value except that 
agricultural land, owned by natural persons who derive more 
than fifty percent of their income from agricultural uses of the 
land, should be valued in relationship to agricultural produc- 
tivity as provided for in Article 8, § 1-d, of the Texas Constitu- 
tion 

2.2b begins at a level of local tax effort equal to the present state 
average and is permanently stabilized at that level 

2.2c is determined by using the true market value of all taxable 
property as the index of relative ability to support public edu- 
cation except that agricultural land should be valued as in- 
dicated in 2.2a. 

3. Local leeway to meet unique local needs should be ensured 
through a plan which includes 

3.1 a system of power equalization that 

3.1a ensures a similar number of available dollars per weighted 
pupil for a similar taxpayer effort 

3.1b provides, as a function of taxpayer effort, discretionary funds 
to meet varying local needs not being met by the comprehen- 
sive foundation school program 

3.2 a reasonable limit that 

3.2a provides local leeway equal to 15 percent of the total cost of 
the foundation school program in a local district 

3,2b is structured to provide that no more than half of the funds 
available from the exercise of local leeway may be used to 
supplement professional* salaries. 

4. Federal funding of public education should be conducted 
through the Texas Education Agency in a manner com- 
patible with the state equalization program in order to 
avoid "creating disparities in educational opportunities. 

*As amended August 5, 1972 
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Public Members 

Will Davis, Austin 

lulius Truelson, Tort Worth 

Richard Teniente, San Antonio 

F.mmett Conrad, Dallas 

Ex officio 

j. W. Fdgar 

COMMITTEE ON TAX POLICY 
Senators on the Committee 
O. H. Harris, Dallas 
Don Kennard, Fort Worth 
William T. Moore, Bryan 



JOINT SENATE COMMITTEE ON SCHOOL FINANCE 
(unofficial title) 

COMMITTEE TO STUDY URBAN EDUCATION 
Senators 

Oscar Mauzy, Dallas, Chairman 
lames P. Wallace, Houston 
A. M. Aikin, jr., Paris 
W. E. Snelson, Midland 
Charles Herring, Austin 

COMMITTEE TO STUDY VOCATION/ 1 
-TECHNICAL EDUCATION 
Chet Brooks, Pasadena, Chairman 
Mike McKool, Dallas 
james P. Wallace, Houston 
Murray Watson, |r., Mart 

SPECIAL ADVISORS COMMITTEE 
Johnny Clark, Jr., Supt., Goose Creek 
ISD 

Bill Stewart, Tax Assessor-Collector, 
Lufkin ISD 

ADVISORY COMMITTEE 
Mrs. Laura T. Doing, Wichita Falls 
Mr. Bill Elliott, Fort Worth 
Mr. Don Brothers, Paducah 
Mr. Robert Short, Paris 
Mr. EH Douglas, Galveston 
Mr. O. E. Hendricks, New Braunfels 
Mr. R. E. Harris, Austin 
Mr. L. B. Lohn, Houston 
Mr. james A. Cunningham, Spearman 
Dr. Terrell Ogg, Mount Pleasant 
Dr. Sebron Williams, Deer Park 

The Lieutenant Governor called a joint meeting of the above- 
named groups, with the exception of the Advisory Committee, on 
January 6 and charged them with the responsibility of completing 
a comprehensive study of Texas school finance problems and alter- 
native solutions. Senator Mauzy was named chairman of the joint 
committee and Senators Mauzy, Moore, and Brooks were asked 
to meet to plan the next step; however, the groups remained in- 
active through the primaries. 

On the fifteenth day of May, this Committee contracted with 
Peat, Marwick', Mitchell & Company. The agreement, for $124,000, 
calls for the contractor to review and evaluate alternative education 
finance models which might be used in seeking solutions to Texas 
problems, to develop three alternatives in financial resource allo- 
cation models for presentation to the Committee with information 
regarding how the three various models would affect each Texas 
school district, to develop an estimate of the state and local re- 
sources required to implement each of the three plans, and to 



C. B. Barbee, Supt., Bronte ISD 
J. Henry Perry, Supt., Floresville ISD 
George Oser, Board Member, Houston 
ISD 



Mr. Ramon Bynum, Richardson 
Mr. Fred Hill, Austin 
Mr. Langston Kerr, Lufkin 
Mr. Avery Downing, Waco 
Mrs. Pauline Fenner, Beeville 
Mr. Joe Franklin, Longview 
Mr. james S. Leeper, Midland 
Mrs. lackie Blackstock, El Paso 
Mr. George Bond, Lubbock 
Mrs. Helen Warner, Pampa 
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accumulate information regarding th » amounts of revenue which 
might be generated from various revenue sources. 

The staff of Peat, Marwick, Mitchell & Company has submitted 
a status report to Senator Mauzy. The report indicates that a com- 
pany representative has, made contact with six of the principal 
parties involved in the school finance area. A desire was ex- 
pressed to each of these organizations that efforts should not be 
duplicated and that Peat, Marwick, Mitchell & Company hoped to 
work in a cooperative manner with all of the other groups in shar- 
ing both information and resources. Mark Yudof, professor at The 
University of Texas School of Law, has been retained to provide 
counsel regarding the constitutional tests which must be met. 

The work of Peat, Marwick, Mitchell & Company in California 
for a special interest group known as the California Schools for 
Sound Finance has been reviewed by the leadership of the com- 
pany's Texas effort. The group states that it has completed steps 
Two, Three, and Four in the contract: 

Step Two: Define the existing Texas School Finance System. 

Step Three: Document recommendations for primary charac- 
teristics of alternative education finance models 
for Texas which are the result of a recent investi- 
gation into this issue. 

Step Four: Evaluate recent national research on education 
finance policies and alternatives. 

The staff plans to review finance models utilized in other states; 
conduct inquiry regarding the opinions of Texas educators, legis- 
lators, and others regarding the desirable components of a public 
education finance plan for Texas; and document a tentative list of 
alternative resource allocation models. With a contract completion 
date of mid-December, the staff hopes to finalize alternative pro- 
posals in September and October. George Whisman, who worked 
with the Houston ISD management audit, is giving overall leader- 
ship to the Peat, Marwick, Mitchell effort. 

LEGISLATIVE PROPERTY TAX COMMITTEE 

Charles D. Kirkham, Chairman, Merrill Representative Richard Slack, Pecos 

Lynch, Pierce, Fenner & Smith Inc., Jack Hart, Attorney (member of the 

Dallas committee and head of its staff) Aus- 

Karl Smith, Tax Assessor-Collector, tin 

Houston Senator James S. Bales, Edinburg 

The Legislative Property Tax Committee was established by SB 
414 to deal with the total scope of ad valorem taxation in Texas. 
Members estimate that their work will affect some 3,300 units of 
local government in Texas of which only 1,179 are school districts. 
The Committee announced its intention not to deal specifically 
with school finance problems unless it became apparent that an 
ad valorem tax would continue to be relied on heavily to finance 
the public schools of Texas. 
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Evidently, it has become apparent to the members of the Com- 
mittee that the heavy reliance on the local ad valorem tax will 
continue. As a result, the group has established a special task force 
on school tax reform. This prestigious group is composed of the 
following .members: Senator Oscar Mauzy; Representative Don 
Caveness; Chairman Ben Howell of the Slate Board of Education; 
R. Kenneth Irby, tax assessor-collector, North East ISD; Parker 
Fielder, holder of the William H. Francis, Jr., professorship, The 
University of Texas Law School; Harriet Burke of the Attorney Gen- 
eral's office; and Arthur Gochman, chief counsel for the plaintiffs 
in the Rodriguez case. The chairman of the special task force is )ack 
Hart, member and secretary of the Legislative Property Tax Com- 
mittee. This special task force has announced its intention to con- 
fine its study to determining what changes in the tax laws must be 
made in order to satisfy the court. 

Advisory committees to the Legislative Property Tax Committee 
have been established in the areas of data processing, exemptions, 
assessing, collecting, and tax suit rules. The full committee and its 
advisory groups have been meeting on approximately a monthly 
basis for the past few months and have reached the point of de- 
veloping recommendations in those areas. These recommendations 
will be acted on by the committee in late August. The recom- 
mendations to date will affect ad valorem taxation in general, 
rather than being specifically addressed to school problems. The 
special task force on school tax reforms will, at a later date, un- 
doubtedly make recommendations and draft a legal framework for 
making he steps necessary to satisfy court tests. The other principal 
study groups acting in unison have requested that this task be com- 
pleted on or before October 31 by the Legislative Property Tax 
Committee. 

TEXAS ADVISORY COMMISSION 

ON INTERGOVERNMENTAL RELATIONS 

Appointments by the Governor 

Mayor Tom Vandcrgrifi, Chairman, Ar- William J. Pitstick, Exec. Dir., North 
linglon Central Texas Council of Covern- 

Jimmy F. Plylcr, Supt., Tyler ments, Arlington 

Jack L, Davidson, Supt., Austin John S. Stiff, City Manager, Amortllo 

Arthur Busch, Regional Administrator, Mayor Kemper Williams, jr., Victoria 

Environmental Protection Agency, George R. Schrader, Asst. City Mana- 

Dallas gcr, Daflas 

Howard McMahan, Regional Adminis- Mayor John Calti, San Antonio 

trator, HEW, Dallas County Judge Kenneth Douglas, Corsi- 
Rudolph Rice, Principal, Austin cana ' 

Bill Hartman, Editor and Publisher, En- Robert McLcaish, Jr., County Auditor, 
terprise & Journal, Beaumont Hidalgo County, Edinburg 

Jim Dannenbaum, Dannonbaum Engi- Z. T. Craver, County Commissioner, 
neering Corp., Houston Precinct 4 f Harrison County, Marshall 

Fred Pfeiffer, Gen. Mgr., San Antonio County Judge Ramon Thompson, 
River Authority, San Antonio Graham 
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Appointments by the Appointments by the 

Lieutenant Governor Speaker of the House 

Hon. Tom Crcighton, Mineral Wells Hon, |oc Golman, Dallas 

Hon. Jack Hightowcr, Vernon Hon, Jake Johnson, San Antonio 

Hon. Oscar Mauzy, Dallas Hon. Tim Von Dohlcn, Goliad 

. The Advisory Commission was asked by the Governor to co- 
ordinate the activities of the many groups which have undertaken 
studies of the problem. To this end, the Commission has assumed 
the role of facilitator. An attempt to establish cooperative relations 
between all groups has been a central focus of the Commission. 
As a result, the Commission has called together the leaders of the 
study groups at various times to promote communications. 

The Commission has also provided leadership in the cooperative 
effort to gather market value data on the school districts of Texas. 
A cover letter and questionnaire was mailed on May 24 to all super- 
intendents. July 1 was designated as the final date for the receipt 
of the response by the TEA staff. The questionnaire stated the best 
available assessment ratio data. In some cases, the best data avail- 
able were from the Bartlett study which was completed back in 
1968. In many cases, there were later sources of information. Each 
school district has been given the opportunity to reject or confirm 
the indicated ratio. If the questionnaire was not returned by July 1, 
the Agency staff assumed that the ratio indicated as the best avail- 
able is, in fact, the best available. 

The Advisory Commission is attempting to assist any- of the 
other groups in any way that it can, to provide a forum by conven- 
ing members of the various governmental groups that are working 
on the problem, and to prepare the Commission to take an official 
position on the alternative plans as they emerge. 

TEXAS STATE TEACHERS ASSOCIATION TASK FORCE 
ON SCHOOL FINANCE AND PROGRAM 

Archie Roberts, Supt., Becvillc ISD, Mrs. Jewel Howard, Teacher, Dallas 

Chm. ISD 

W. A. Miller, Supt,, Crane ISD Sam Anderson, Supt., Big Spring ISD 

Dana Williams, Supt., Corpus Christi Marvin Greer, Principal, North liast ISD 

ISD Mrs. Jackie Blackstock, Teacher, El Paso 
Dale Douglas, Asst. Supt., Richardson ISD 

ISD Henry L. Shrake, Principal, Houston 
Charles Mathews, Executive Vice Prcsi- ISD 

dent, Kilgore College Herman Stoner, Teacher, Sherman ISD 

C B. Barbce, Supt., Bronte ISD Mrs. Zella Lewis, Librarian, Tyler ISD 

W, P. Wright, jr., Board Member, Abi- Mrs, Emma jean Tanner, Teacher, Braz- 

lene ISD osport ISD 

The group divided itself into two subgroups: one to devote its 
attention to program and the other, to finance. The committee 
decided to employ three consultants, Drs. Hayes, Haskew, and Hu- 
bert. These consultants have been working toward the develop- 
ment of materials for committee review and have had informal 
meetings with the TSTA staff leadership. Their efforts to date have 
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included computer runs to determine the costs associated with the 
expansion of different phases of the Foundation School Program. 
TSTA has made its intention to develop and submit a plan ap- 
parent. An October 15 deadline for completion has been set. 

HOUSE INTERIM COMMITTEE ON 
FINANCING OF PUBLIC EDUCATION 

Paul Silber, San Antonio, Chairman LeRov Wieting, Portland 

Dolwin Jones, Lubbock, Vice Chairman Lynn Nabors, Regional Chairman tor 

Bon Atwell, Regional Chairman for West Texas 

North Central Texas Phil Cates, Lef'ors 

Billy Williamson, Tyler Bryan Poff, Amarillo 

John Bigham, Temple (i. L Sho/t, Tahoka 

Corclell Hull, Fort Worth Charles Tupper, t : I Paso 

Charles Patterson, Taylor Lindon Williams, Regional Chairman 
Charlie Jungmichel, Regional Chair- tor Southeast Texas 

man for South Texas W. |. Blythe, Houston 

jon Newton, Beeville l»e Hubcnak, Rosenberg 

|oe Salem, Corpus Christi Rutus Kilpalrick, Beaumont 

Henry Sanchez, Brownsville johnny Nelms, Pasadena 

The following persons have been named to a 22-member group 

of advisory members to the special House Interim Committee on 
Financing of Public Education: 

Lyndon Bates, Dallas William L, Mann, Earth 

Mrs. Jackie Blaekstock, PI Paso Hulon Marshall, Houston 

Gerald Brown, Austin Cecil Rusk, Austin 

|irn Favour, Dallas Douglas L S needy, Marble Falls 

Harry Garrison, III, Vanderbilt Robert W, Simmons, Somerville 

Mrs. Jean Harris, Agua Dulce I. D. Starling, Prairie View 

R. E, Harris, Austin Gilbert C. Thompson, Midland 

Harold Hitt, San Antonio John F. Townley, Irving 

Jim Hooser, Austin Ed L West, San Antonio 

Bruce K. Jacobson, fort Worth |. B. Wheeler, Plainview 

llroy Kiecke, Bellville I:. VV, Williams, Amarillo 

The representatives on the committee began to hold regional 
hearings on the subject prior to the appointment of the lay ad- 
visory members. 

By May the hearings ceased to draw people who were interested 
in testifying and by midsummer the transcriptions of the hearings 
had been completed. 

In the Special Session of the Sixty-second Legislature, an attempt 
was made to unite the House and Senate committees on school 
finance; however, House members killed the proposal in fear that 
House influence on the issues would be diminished by the merger. 

TEXAS COUNCIL OF MAJOR SCHOOL DISTRICTS 
SCHOOL FINANCE TASK FORCE 

lames Jeffrey, Assistant Superintendent, H. D. Pearson, Assistant Superintencl- 
Austin ISD • ent for Business, Dallas ISD 

Dana Williams, Superintendent, Corpus Ralph Karlsruher, Comptroller, El Paso 
Christi ISD ISD 
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Cugcnc Hightower, Assistant Superin- Harold H. Hilt, Superintendent, San 

t undent tor Business, Tort Worth ISO Antonio ISD 
Linus Wright, Chief Financial Officer 

and Business Manager, Houston ISO 

The Texas Council of Major School Districts, composed of the 
board presidents and superintendents of the seven largest school 
districts in the state, authorized the appointment of the Task Force 
to aid the Council in fulfilling its appropriate role as Texas seeks 
solutions to school finance problems. The group met on February 
11 to develop a draft of a basic policy statement on the school 
finance issue. With minor modifications, the Council adopted il on 
March 11, 1972. An intermediate level policy statement was 
adopted on August 26. 

Both the general and intermediate level statements of the Coun- 
cil are very similar to those of the Texas Association of School 
Boards which appear on pages 48-51, a fact which reflects the 
Council's affiliate relationship with TASB. There are, however, a 
few significant differences which should be noted by the serious 
student of school finance. 

TEXAS MANUFACTURERS ASSOCIATION 
PUBLIC EDUCATION RESEARCH COMMITTEE 

Paul Hale, Orange, Chairman Johnny Long, Lufkin 

John C. Adams, Jr., Austin Willie Martens, Deer Park 

j. W. Arnold, Odessa joe A. Moss, Dallas 

George Bradford, Houston Fred Rep per, Corpus Christ I 

Allan Forsythe, Houston ). S. Witt, Longvicw 

David C. Hull, Longview John A. Warner, Tyler 

Gore Kemp, Kilgore (School Board Jerry G. Jenkins, Big Spring 
Member) 

The TMA committee has declared that it is not attempting to 
develop a school finance plan. The purpose of its meetings has 
been to become informed regarding issues in school finance. At 
a later date the group will advise TMA to support or oppose vari- 
ous proposals or factors within proposals. 

SPECIAL TASK FORCE ON SCHOOL BONDS 

Arnold Kocurck, Sr., San Antonio Richard L Hooker, Austin 

L. P. Sturgeon, Austin ). W. Edgar, Austin 

Hon. Victor Boldin, Houston Garry Weber, Dallas 

Hon. John Fainter, Houston Dick Brown, Austin 

Jim Kerley, Dallas Hon. Crawford Martin, Austin 

W. H. Tinsley, Austin 

The Governor's Task Force on School Bonds met on January 6. 
The group decided to take no action until the court handed down 
a clarification of its Rodriguez decision. 

In addition to attacking the immediate problem of restoring 
confidence in the bond market or seeking alternative methods of 
retiring outstanding bonds, the group was asked to be an advisory 
group to the Texas Advisory Commission on Intergovernmental 
Relations as that group seeks solutions to school finance problems. 
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Appendix B 
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Should there be state-local sharing of the total costs involved 
in providing a state system of public education? If the answer is 
yes — 

A. What percentage should the local districts collectively pro- 
vide? 

B. Should a local district's share be determined by the market 
value of taxable property within the district? 

C. How should taxable property be defined? Automobiles? 
Shrimp boats? Intangibles? 

D. How can uniform assessment procedures be assured? The 
independent appraisal unit? Countywide? Regional? State 
enforcement of uniform practices? 

E. What should be considered justification for reducing a local 
district's gross annual share of the collective assignment to 
local districts? 

F. Must a system be designed wherein all ad valorem taxes 

raised in a local district are spent in that district? If so, 
should mineral deposits and heavy industry — the cause of 
great disparities in school district wealth — be eliminated 
from local" tax roles and taxed by the state for all the dis- 
tricts of Texas? 

Should state support consist of a per pupil guaranteed mini- 
mum expenditure or a stipulated program similar to the struc- 
ture of the present Foundation School Program? 

A. If a per pupil support system is used, should the grants be 
made on the basis of a flat amount per pupil without re- 
gard for pupil need or a per pupil amount determined by 
the needs of pupils as reflected in a "weight" system? (See 
page 36.) 

B. If a stipulated program support system is used, should it 
include 

(1) a weighted-pupil formula to determine the number and 
class of professional personnel for which each district 
qualifies; 

(2) a state salary schedule for all professional personnel 
that 

• can be enriched locally, 

• is compatible with differentiated staffing, 

• adjusts with supply and demand, 

• has increments that are dependent on performance 
factors, 



59 



• has automatic increments for years of service, de- 
grees, and college credits, 

• ensures the salary levels in HB 240 of the Sixty-first 
Legislature, and 

• has automatic cost of living adjustments at the state 
and local levels; 

(3) a per weighted pupil operation allotment; 

(4) a facilities component to ensure a certain level of qual- 
ity and quantity of facilities; 

(5) a group of special programs to meet special needs for 
vocational education, special education, compensatory 
education and others; and 

(6) a transportation allotment that covers the total cost of 
the local transportation program including the costs as- 
sociated with federally ordered desegregation? 

III. Should local districts be permitted to enrich the state program? 
If the answer is yes — 

A. Should a power equalization approach be utilized to en- 
sure all districts a similar return in dollars per pupil for a 
similar taxpayer effort? 

B. For what purposes should enrichment be permitted? 

C. Should a tax rate limit be used? A per pupil limit in dollars? 
A fixed percentage of the cost of the foundation program 
in the district? 

D. How can the opportunity for local enrichment be struc- 
tured to prevent special interest groups from absorbing all 
or most of the district's power to enrich? 
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OFFICERS 

PRESIDENT 
CALVIN R. GUEST 
BRYAN I5D 



1ST VICE PRESIDENT 
ALBERT D. BROWN. JR. 
NORTH EAST I5D 

2ND VICE PRE5IDENT 
FRED C. HILL 
LUFKIN ISD 



3RD VICE PRESIDENT 
MRS. JOHN HALL 
WEATHERFORD ISD 

SECRETARY TREASURER 
MERVIL M. MOORE 
LAREDO ISD 



EXECUTIVE DIRECTOR 
CECIL E. RUSK 
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PAST PRESIDENT 
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LEVERETT'S CHAPEL ISD 



DAVID T. SHIRE Y 
GREENVILLE ISD 



BRUCE HIDBITT 
DENISON ISD 



ROBERT MOODY 
HIGHLAND PARK ISD 
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MESQUITE ISD 
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DALLAS ISD 



TOM FOSTER 
ARLINGTON ISD 



BILL ELLIOTT 
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CHARLES McCLURE 
JACKSBORO ISD 



JACK ALLEN 
PERRYTON ISD 



CHARLES WATERS 
LUBBOCK ISD 
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SEMINOLE ISD 
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YSLETA ISD 
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UNITED ISD 
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WESLACO ISD 



FRANKLIN BASS 
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CLEAR CREEK ISD 
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AftM CONSOLIDATED ISD 
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